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(a) The rate on the unguaranteed por-
tion of the loan shall not exceed the 
rate on the guaranteed portion of the 
loan by more than 500 basis points; 

(b) Variable rate loans will not pro-
vide for negative amortization nor will 
they give the borrower the ability to 
choose its payment among various op-
tions. 

(c) Both the guaranteed and 
unguaranteed portions of the loan 
must be amortized over the same term, 
as provided in § 4279.232(a). 

§ 4279.232 Terms of loan. 

Instead of the provisions found in 
§ 4279.126, the provisions of this section 
apply to loans guaranteed under this 
subpart, except as provided in 
§ 4279.232(e). 

(a) The repayment term for a loan 
under this subpart will be for a max-
imum period of 20 years or the useful 
life of the project, as determined by the 
lender and confirmed by the Agency, 
whichever is less. The length of the 
loan term shall be the same for both 
the guaranteed and unguaranteed por-
tions of the loan. 

(b) Guarantees shall be provided only 
after consideration is given to the bor-
rower’s overall credit quality and to 
the terms and conditions of any appli-
cable subsidies, tax credits, and other 
such incentives. 

(c) All loans guaranteed under this 
subpart must be financially sound and 
feasible, with reasonable assurance of 
repayment. 

(d) A loan’s maturity will take into 
consideration the use of proceeds, the 
useful life of assets being financed, and 
the borrower’s ability to repay the 
loan. 

(e) Repayment of the loan shall be in 
accordance with §§ 4279.125(a) and 
4279.126(b) and (c). 

§ 4279.233 [Reserved] 

§ 4279.234 Credit evaluation. 

Instead of the provisions found in 
§ 4279.131, the provisions of this section 
apply to loans guaranteed under this 
subpart. For all applications for guar-
antee, the lender must prepare a credit 
evaluation. An acceptable credit eval-
uation must: 

(a) Use credit documentation proce-
dures and an underwriting process that 
are consistent with generally accepted 
commercial lending practices, and 

(b) Include an analysis of the credit 
factors associated with each guarantee 
application, including consideration of 
each of the following five elements. 

(1) Credit worthiness. Those financial 
qualities that generally make the bor-
rower more likely to meet its obliga-
tions as demonstrated by its credit his-
tory. 

(2) Cash flow. A borrower’s ability to 
produce sufficient cash to repay the 
loan as agreed. 

(3) Capital. The financial resources 
that the borrower currently has and 
those it is likely to have when pay-
ments are due. The borrower must be 
adequately capitalized. 

(4) Collateral. The assets pledged by 
the borrower in support of the loan, in-
cluding processing technology owned 
by the borrower and excluding assets 
acquired with other Federal funds. Col-
lateral must have documented value 
sufficient to protect the interest of the 
lender and the Agency, and the dis-
counted collateral value must be at 
least equal to the loan amount. Lend-
ers will discount collateral consistent 
with sound loan-to-value policy. The 
Agency may consider the value of 
qualified intellectual property, as de-
fined in § 4279.2, arrived at in accord-
ance with GAAP standards. The value 
of the intellectual property may not 
exceed 30 percent of the total value of 
all collateral. 

(i) If there is an established market 
for the intellectual property, the value 
of the intellectual property will be val-
ued according to the lender’s standard 
discounting practice for intellectual 
property for determining adequacy of 
collateral. 

(ii) If there is no established market 
for the intellectual property, the value 
of the intellectual property will be val-
ued not greater than 25 percent, as de-
termined by the Agency, for deter-
mining adequacy of collateral. 

(5) Conditions. The general business 
environment and status of the bor-
rower’s industry. 

(c) When determining the credit qual-
ity of the borrower, the lender must in-
clude the following in its analysis: 
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